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TAX NEWS
By LOUISE A. SALLMANN, C. P. A., Oakland, California

The most important piece of “tax news”
your editor has been exposed to within
the last month or two is the amendment
to the tax Code liberalizing the Retire
ment Income Credit. The President has
signed Pub. Law 398 amending 37 to:
(1) Permit a person eligible for the
retirement income credit to earn $300 more
a year without losing any credit. For 1954
and 1955, every dollar of earned income
over $900 reduced retirement income on
which the credit is based. This limit has
been changed to agree with the Social
Security regulations allowing an individ
ual to earn up to $1,200 per year without
losing such benefits. Effective for the year
1956 and later years, he will no longer
lose retirement income credit by reason
of earning up to $1,200 per year.
(2) Permit a person 72 or older to earn
any amount without reduction of the re
tirement income credit because of earn
ings. The age limit under the 1954 Code
has been 75 whereas the Social Security
regulations specify age 72.
The above amendment may, to a certain
extent, answer the question most fre
quently proposed by the farm operator who
was just this year covered for Social
Security benefits under self-employment
taxes. His question is this. As a farm
operator, I am required to pay self-employ
ment taxes in order to benefit under Social
Security regulations. However, unlike a
businessman I cannot very well withdraw
from the active operation of my farm leav
ing an investment which will produce
retirement income, such as, interest in
come. I could, of course, lease my farm
property to a tenant farmer, collect rents
and qualify for Social Security benefits
and or retirement income credit.
Most life-long farm operators are not
only loath to leave their land in the care
of another but when and if they are forced
to do so retain sufficient prerogatives to
categorize themselves as operators for
Social Security and Retirement Income
purposes.
The reduction of the age limit from 75
to 72 will secure not only the right to
benefit under the Social Security regula
tions but also the Retirement Income
Credit at a reasonable age.
Retirement income has become an issue

in more ways than one in tax legislation
and tax court decisions in the past few
years. Under a qualified pension plan
the employer’s contributions are deduct
ible when made but don’t result in im
mediate tax on the employee. Here again,
most business men can benefit by changing
from a sole proprietorship or partnership
to a corporate form of doing business. In
this instance, the discrimination is not
only against the farmer but the profes
sional man as well.
A glimmer of hope was gleaned from
the Government’s decision not to appeal
the case of Kintner, CA-9, 216F. 2d 418,
46 AFTR 995. The Federal Court of Ap
peals ruled that a group of 8 doctors,
formerly practicing as partners, could get
the benefits of a qualified pension plan by
setting themselves up as an “Association.”
Although partners are not employees of
their own partnership, and a corporation
can’t practice medicine, nevertheless for
tax purposes the Court treated this As
sociation as a corporation and the doctors
as its employees. The Revenue Service
now says it won’t follow the Kintner case.
(Revenue Rul. 56-23, IRB 1956-4).
The Commissioner takes the position
that rental income, farm income, income
from professional fees results from en
gaging in a trade or business particularly
in cases where such a definition works to
the taxpayer’s disadvantage. In the An
ders I. Lagreide and Grier cases, even the
renting of a single residence was con
sidered to be the use of property in a trade
or business. However, when such an in
terpretation might benefit the taxpayer,
rentals are barred from coverage under
self-employment taxes (except in the case
of real estate operators), professionals are
denied the advantages of corporate of
ficers, and farm operators wait until
age 72.
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rick, was one of four “outstanding women
in the business world” to be honored re
cently at a dinner given by the Business
and Professional Women’s Clubs of San
Francisco.
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